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HEADWAY CORPORATION LiMiTED 


a DIRECTORS’ REPORT 
TO THE SHAREHOLDERS - 1970 


To the Shareholders: 


The Board of Directors is pleased to submit this first Annual Report of the Company together with the 
Consolidated Financial Statements for the fiscal year which ended 31st August, 1970. 


The year which is the subject of this review has been a memorable one for your company due to the fol- 
lowing highlights: 


Public underwriting obtained in February, 1970 


Acquisition of 100% ownership of the subsidiary companies not previously wholly-owned was accom- 
plished in February, 1970. 


Company’s shares accepted for Toronto Stock Exchange listing in July, 1970. 

The most successful year of growth and income in the Company’s history. 

Appointment as the developer for the Thunder Bay North Urban Renewal Project. 
These and other factors of interest will be expanded upon in this Report. 


As was indicated in the 1970 Interim Report which you received in January, the results of the past year 
were most gratifying as we reached new highs in cash flow and income. In the fiscal period ended in 1970, 
working capital reached an all-time high of $2,292,489 and cash flow increased to $1,043,324 from the pre- 
vious high in 1969 of $616,495. Financial data is reported in the audited financial statements which form 
part of this report. 


The demand for adequate housing in Canada is growing and the Federal and Provincial governments are 
actively seeking the means to satisfy that demand. The Government of Ontario has long been active in this 
regard through the Ontario Housing Corporation. Any program to provide this housing will involve the 
participation of companies such as ours. Due to the expanded market thus created, it is anticipated that 
our sales volume and earnings will continue to increase in the future. 


The effort which has been forthcoming from all of our employees is worthy of mention and is greatly 
appreciated. Such effort is a necessary ingredient in any recipe for corporate success. 


Your Board of Directors is confident that past performance and future outlook as reported herein will be 
of satisfaction to you as shareholders. Thank you for your support. 


On behalf of ee 
Le - SAU 


Le R. D. Keenan, 


Chairman. 


Thunder Bay, Ontario 
27th January, 1971 


ACCOUNTING POLICIES 


The accounting policies used by the Company in 
the preparation of its financial statements are 
as follows: 


CGONTRAGISSALES: 


Income from contract sales is recognized on 
the percentage-of-completion method. Under 
this method a proportion of the total contract 
price is recorded as income in the ratio that 
the actual costs to date are of the total estimat- 
ed costs of the contract. 


HOUSE SALES: 


Income from the sale of a house is recognized 
at the time of acceptance of the completed 
home by the purchaser. 


LAND SALES: 


Income from the sale of land is recorded at the 
time the agreement for purchase and sale be- 
comes unconditional and the material require- 
ments of the company related to the sales 
agreement have been met. 


LAND COSTS: 


Land held for development is shown at. its 
original cost plus interest on debt and. property 
taxes. The cost of land is prorated over the 
saleable acreage in that area. Development 
costs are averaged over the acreage to which 
they relate. 


INCOME PROPERTIES: 


Income-producing properties are shown at cost 
by the Company. 


RENTAL INCOME: 


Income from rental properties is recorded as 
earned. 


DEPRECIATION: 
See Note 6 to the financial statements. 
DEFERRED INCOME TAXES: 


See Note 9 to the financial statements. 
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AUDITORS’ REPORT 


To the Shareholders of 
HEADWAY CORPORATION LIMITED. 


We have examined the consolidated balance sheet of Headway 
Corporation Limited and subsidiary companies as at 31 August, 1970 
and the consolidated statements of operations, retained earnings and 
source and application of funds for the year then ended. Our exami- 
nation of the financial statements of Headway Corporation Limited and 
those subsidiaries of which we are the auditors included a general 
review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in 
the circumstances, We have relied on the reports of the auditors who 
have examined the financial statements of the other subsidiaries. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the companies as at 31 August, 1970 and the 
results of their operations and the source and application of their 
funds for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year, except for the change in depreciation policy described 
in note 6 with which we concur. 


& 


Thunder Bay, Ontario, 
30th November, 1970. CHARTERED ACCOUNTANTS. 


HEADWAY CORPORATION LIMITED 

AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED 31 AUGUST 1970 


HOUSES AND LAND 
Sales 
Costs 


RENTALS 


Revenue 
Costs 


GENERAL AND ADMINISTRATIVE EXPENSES 
INCOME BEFORE DEPRECIATION AND INCOME TAXES 


Depreciation - fixed assets (Note 6) 
rental properties (Note 6) 


INCOME BEFORE INCOME TAXES 
Current income taxes 

INCOME BEFORE DEFERRED INCOME TAXES 
Deferred income taxes (Note 9) 

NET INCOME FOR YEAR 


NET INCOME FOR YEAR 
Deferred expenses amortized 
Depreciation 
Deferred income taxes 


CASH FLOW FROM OPERATIONS 


1970 


$14,205,331 


12,686,232 


1,519,099 


453,371 
355,094 


985277 
1,617 376 


578,870 
1,038,506 


40,587 


26,048 


66,635 


971,871 
9,485 


962,386 


480,290 


$ 482,096 


$ 482,096 


14,303 
66,635 


480,290 
$ 1,043,324 


1969 
(Nols a 


$9,496,672 


8,398,022 


1,098,650 


134,231 


95,216 


39,015 


1,137,665 


441,283 


696,382 


42,605 
2,987 


45,592 


650,790 
80,387 


570,403 


__ 245,282 


$ 32512) 


$ 325,121 


500 
45,592 


245,282 
$ 616,495 
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HEADWAY CORPORATION LIMITED 

AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED 31 AUGUST 1970 


BALANCE AT BEGINNING OF YEAR 
As previously reported 
Adjustment to prior years’ depreciation 
less deferred income taxes (Note 11) 


As restated 
NET INCOME FOR YEAR 


Cost of public financing 


BALANCE AT END OF YEAR 


_1970 


$1,049,747 
30,229 


1,079,976 


482,096 


1,562,072 


90,764 


$1,471,308 


1969 
(Note 2) 


$ 745,958 
8,897 


754,855 


325,121 


1,079,976 


$1,079,976 
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HEADWAY CORPORATION LIMITED 
AND SUBSIDIARY COMPANIES 
CONSOLIDATED BALANCE SHEET AS AT 31 AUGUST 1970 


ASSETS 


CURRENT 


Cash 

Accounts and other receivables 

Loans and mortgages receivable 

Inventories, at lower of cost and 
net realizable value (Note 3) 

Deposits (Note 4) 

Prepaid expenses 


LAND HELD FOR DEVELOPMENT, at cost 
INVESTMENTS (Note 5) 
RENTAL PROPERTIES 
At cost less accumulated depreciation (Note 6) 
1970 - $34,708; 1969 - $8,660 
FIXED 
At cost less accumulated depreciation (Note 6) 
1970 - $146,521; 1969 - $105,935 


COST OF SHARES OF SUBSIDIARIES IN EXCESS 
OF BOOK VALUE AT DATE OF ACQUISITION 


DEFERRED EXPENSES, at cost less amortization 


Approved on behalf of the Board: 
A CL4 Coz Director 


LLM fh ae EY: LZ Director 


1970 


$ 32753937 
3,423 370 
161,203 


6,157,175 
62,275 
595971 


10,139,931 
336,997 
168,594 


3,805,116 


376,570 


510,910 


54,094 
$15,392,212 


1969 


(Note 2) 


$ §©204,035 
2,813,821 


28946 


4,174,955 
36,500 
58,976 


7,317,233 
463,213 
127,168 


2,951,136 


283,738 


510,822 


68,396 
$11,721,706 


HEADWAY CORPORATION LIMITED 


LIABILITIES 


CURRENT 


Bank indebtedness (Note 7) 

Accounts payable 

Mortgage advances and deposits on work in progress 
Income taxes 

Long term liabilities - current portion (Note 8) 


LONG TERM (Note 8) 
DEFERRED INCOME TAXES (Note 9) 


SHAREHOLDERS’ EQUITY 


SHARE CAPITAL 
Authorized 
5,000,000 common shares of no par value 
Issued and fully paid (Note 10) 
2,561,532 shares 


RETAINED EARNINGS (Note 11) 


The accompanying notes are an integral part of the financial statements. 


1970 


$ 365,000 
3,098,757 
1,144,179 


3,239,506 
7 847 442 


B33 195724 
851,469 


1,902,272 


1,471,308 
3,373,580 


$15,392,212 


1969 
(Note 2) 


411178 
2,492,552 
708,008 
85,406 
2,213,680 
6,710,824 


3,383,032 
371,179 


176,695 


1,079,976 
1,256,671 


$11,721,706 


HEADWAY CORPORATION LIMITED AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED 31 AUGUST 1970 


SOURCE OF FUNDS 


Net income for year 

Charges not requiring an outlay of funds 
Deferred expenses amortized 
Depreciation 
Deferred income taxes 


Cash flow from operations 
Decrease in land held for future development 
Proceeds of disposal of fixed assets and rental properties 
Proceeds of long term financing 
Share capital issued during year 


APPLICATION OF FUNDS 


Purchase and construction of fixed assets 

Construction of rental properties 

Reduction of long term liabilities 

Purchase of shares in subsidiaries and settlement 
of accounts (Notes 2 and 8) 

Increase in investments 

Cost of public financing 


INCREASE IN WORKING CAPITAL 


Working capital at beginning of year 


WORKING CAPITAL AT END OF YEAR 


$ 482,096 


14,303 
66,635 
480,290 


4043304. 
126,216 


1,357,534 
350,756 


809,682 
41,426 
90,764 
2,850,535 
1,686,080 
606,409 
$2,292,489 _ 


HEADWAY 


CORPORATION LIMITED 


HEADWAY CORPORATION LIMITED 
AND SUBSIDIARY COMPANIES 

NOTES TO CONSOLIDATED FINANCIAL 
STATEMENTS AS AT 31 AUGUST 1970 


Up 


PRINCIPLES OF CONSOLIDATION 


All assets, liabilities and operating results of the com- 
pany, its wholly-owned subsidiaries and their wholly- 
owned subsidiaries have been included in the consoli- 
dated financial statements. Inter-company balances, 
operating transactions and unrealized profits have been 
eliminated. All companies have 31 August fiscal year 
ends. 


The following companies are included in the consolidated 
financial statements: 


Headway Corporation Limited (as amalgamated on 30 
August, 1969) 

Lakehead Developers Limited and its subsidiaries: 
Fort William Holdings Limited 
Nor-Ario Construction Limited 

Headway Builders (Sault) Limited 

Grandview Gardens Land Company Limited 

Kodiak Land Development Limited 

Keenan Sheet Metal (1961) Limited 

Nu-Brite Floors Limited 


COMPARATIVE FIGURES 


To provide a meaningful comparison, the figures for 1969 
have been presented on the same basis as reflected on 
the Pro-Forma consolidated financial statements as at 31 
August, 1969 as shown in the prospectus of February, 
1970, adjusted to: 


(a) eliminate the share issues subsequent to 31 August, 
1969, 


(b) show the amounts owing on the purchase of shares 
in Lakehead Developers Limited, Keenan Sheet Metal 
(1961) Limited, Headway Builders (Sault) Limited and 
Grandview Gardens Land Company Limited as if the 
shares were owned at 31 August, 1969, 


(c) eliminate settlement of account owing toR.D. Keenan, 


(d) eliminate settlement of notes outstanding in Lake- 
head Developers Limited, 


all as set out below: 


Net estimated proceeds of public 


financing $1,226,000 
Purchase consideration outstanding 
re shares in subsidiaries: 
Lakehead Developers Limited - 
2,946 shares 294,600 
99 shares 9,900 
Keenan Sheet Metal (1961) Limited 120,000 
Headway Builders (Sault) Limited 130,000 
Grandview Gardens Land Company 
Limited 80,000 
Settlement of account owing toR. D. 
Keenan 74,677 
Settlement of notes outstanding in 
Lakehead Developers Limited 100,505 
Adjustment re purchase of shares in 
subsidiaries and settlement of accounts 
(see Note 8) $809,682 


Adjustments have also been made to give effect to the 
changes in 1969 figures resulting from the change in ac- 
counting principles outlined in note 6. 


Selling and operating expenses for the current and prior 
year have been reclassified as part of cost of sales and 
construction. 


A comparative statement of source and application of 
funds for the year ended 31 August, 1969 has not been 
presented as information as to consolidated assets 
and liabilities as at 31 August, 1968 is not available; 
the companies not being affiliated at that date. 


INVENTORIES 1970 1969 
Serviced and unserviced 

land $4,592,660 $2,408,937 
Work in progress, including 

land 1,494,396 1,683,752 
Materials and supplies 70,119 82,266 


$6,157,175 $4,174,955 


DEPOSITS 1970 1969 
Deposits on options to pur- 

chase land $58,075 $32,800 
Sundry 4,200 3,700 


$ 62,275 $36,500 
The total purchase price 


of the land under option 

will amount to $1,281,050 (1969 - $2,670,000). In the 
event options are not exercised the deposits are refund- 
able to the company. 


INVESTMENTS 1970 1969 


Investment in and advances to 
affiliated companies, and to 
joint venture (50% owned) $104,615 $66,104 

Loan and mortgages receivable 
less current portion 63,979 61,064 


$168,594 $127,168 


The company records its 

share of the increase in 

retained earnings of affiliated companies since acquisi- 
tion which amounts to $24,735 (1969 - $23,452). The 
company’s joint venture, which has not yet commenced 
operations, is a land development project in Timmins, 
Ontario, involving three companies. 


DEPRECIATION POLICY 


The company has adopted the sinking fund method of 
providing for depreciation on buildings included in 
rental properties and fixed assets. This method is 
based on an estimated useful life of 50 years and will 
write off the cost of the buildings in a series of annual 
instalments increasing at the rate of 5% compounded 
annually. Consistent with prior years, depreciation is 
recorded on all other depreciable assets at the max- 
imum capital cost allowance rates permitted under the 
Income Tax Acts. 


The change to the sinking fund method of accounting 
for depreciation on buildings has resulted in the re- 
statement of accumulated depreciation and an adjust- 
ment to prior years’ net income of $30,229. The effect 
of this change has been to increase net income for 1970 
and 1969 by $13,241 and $21,332 respectively. 


BANK INDEBTEDNESS 


The bank indebtedness is secured by a general assign- 
ment of book debts and a floating charge debenture to 
a maximum amount of $400,000 on certain assets of 
Lakehead Developers Limited. 


LONG TERM LIABILITIES 1970. 1969 
Mortgages 

Land $3,128,501 $1,772,008 

Rental properties 2,929,343 2,109,208 

Fixed assets 162,677 141,455 
Debenture payable 198,105 150,000 
Adjustment re purchase of 

shares in subsidiaries and 

settlement of accounts 

(see Note 2) (Current portion 

$395,105) 809,682 
Loans and notes 140,601 614,359 


6,559,227" 9 95500742 


Current portion 
Rental properties 54,488 
Land and other 3,185,018 


3,239,506 


2,213,680 


$3,319,721 $3,383,032 


The mortgages and other long term indebtedness are 
repayable in variable amounts to 1989 and bear vary- 
ing interest rates. 


Principal amounts due in the next five years are as 
follows: 


1971 $3,239,506 1974 126,466 
1972 172,480 1975 187,904 
1973 158,729 


Mortgage and loan balances amounting to $1,501,818, 
which would not mature until after 31 August, 1971, 
have been reflected as current as they will be payable 
when the land is used or sold. 


10. 


As 


The debenture payable is secured by a floating charge on 
the underlying property and assets of Headway Builders 
(Sault) Limited. 


DEFERRED INCOME TAXES 


Deferred income taxes are recorded with respect to cap- 
ital cost allowances in excess of depreciation recorded 
in the accounts, holdbacks and deferred servicing, de- 
sign, overhead, and financing costs on projects which have 
been deducted in calculating taxable income. 


SHARE CAPITAL 
During the year the following common shares were is- 
sued and share capital at 31 August, 1970 is: 


No. of 
Shares Value 

Balance at 1 September, 1969 2,020,600 $176,695 

(net of share capital in 

companies which became 

subsidiaries - $5,939) 
Proceeds of underwriting 400,000 1,276,000 
Issued for shares in companies 

to bring ownership to 100%: 

Keenan Sheet Metal (1961) 

Limited 37,617 120,000 

Headway Builders (Sault) 

Limited 40,752 130,000 

Grandview Gardens Land 

Company Limited 25,078 80,000 

Lakehead Developers Limited 3,103 9,900 
Issued in settlement of 
indebtedness to: 

R.D. Keenan 23,410 74,677 

J. J. Perlin 10,972 35,000 
Balance at 31 August, 1970 2,561,532 $1,902,272 


RETAINED EARNINGS 


As a result of the change in accounting principles relat- 
ing to the sinking fund method of accounting for dep- 
reciation outlined in note 6, consolidated retained earn- 
ings after income taxes at 31 August, 1969 increased by 
$30,229. Of this amount $21,332 applies to the year end- 
ed 31 August, 1969 and has been reflected in the appro- 
priate accounts in the consolidated statement of opera- 
tions. The balance of $8,897 applies to the year ended 
31 August, 1968. 
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SUPPLEMENTARY INFORMATION 


The following amounts have been included in the statement 
of operations: 


Interest on long term indebtedness including 


rental PrOpertieS.< 1.0.2.5 e sig 2 = om eeeane $346,579 
Aggregate direct remuneration paid by the 

company to the five highest paid 

employees, including directors and 

SENIOWOMICETSIe:, bracers ne wide cee ena mes os eee 123,073 

EARNINGS PER SHARE 
1970 1969 

Cash flow per share from opera- 

tions 46 31 
Income per share before deferred 

income taxes 42 .28 
Net income per share after 

deferred income taxes a) -16 
Average number of shares 
outstanding 2,291,066 2,020,600 


To provide meaningful comparison, the number of shares 
outstanding for the year ended 31 August, 1969 has been 
reflected as being the number outstanding at 31 August, 
1969. 


14. CONTINGENT LIABILITIES 


The company has guaranteed the bank advances to an af- 
fillated company to a maximum amount of $90,000. 


A part of the financing of the company’s 50% joint venture 
in Timmins, Ontario, consists of a mortgage in the am- 
ount of $279,000 which is a joint and several liability of 
the company and others. 


COMPARATIVE FINANCIAL DATA 


Gross Sales 
Income before deferred 
taxes 


Cash Flow from operations 

Income before deferred 
Income taxes 

Income after deferred 
Income taxes 

Average number of shares 
outstanding 


1970 1969 


$14,658,703 $9,630,903 


$ 962,386 $ 570,403 


1970 


Per 


Amount Share 


$1,043,324 $0.46 
$ 962,386 $0.42 
$ 482,096 $0.21 


2,291,066 


% 
Increase 


52:2 


68.7 


1969 
Amount 
$616,495 
$570,403 
$325,121 


2,020,600 


Cash flow from Operations is the Income of the Company for the 
year before depreciation, deferred expenses, deferred Income taxes 
and principal repayments on long-term mortgages. 


Cash Flow 


THOUSANDS OF DOLLARS 


0) 
CASH FLOW DETAI 


L 1966 


1967 1968 


YEAR 
1966 $ 
1967 
1968 
1969 
1970 


1969 


1970 


AMOUNT 
59,079 
201,813 
397,480 
616,495 
1,043,324 


Per 
Share 


$0.31 


$0.28 


$0.16 


INCOME: 


GROSS INCOME 


INCOME BEFORE DEFERRED TAXES 


NET INCOME 


THOUSANDS OF DOLLARS 


1966 1967 


INCOME DETAIL 
YEAR 
1966 
1967 
1968 
1969 
1970 


GROSS 
$ 496,614 
790,818 
906,617 
1,137,665 
1,617,376 


SALES 
LAND AND CONSTRUCTION 


MILLIONS OF DOLLARS 


1966 1967 


SALES DETAIL 


YEAR 


1966 
1967 
1968 
1969 
1970 


1968 1969 1970 


NET BEFORE 
DEFERRED TAX 


$ 14,763 
149,261 
343,413 
570,403 
962,386 


1968 1969 1970 


AMOUNT 


$°73919,977 
6,700,283 
8,390,931 
9,496,672 
14,205,331 


NET 


$ 14,763 
149,261 
217,516 
325,121 
482,096 


HEADWAY CORPORATION LIMITED 


INCOME PRODUCING PROPERTIES 

The following table summarizes the income-producing properties now operating and owned by 
your company and also the properties which are in the construction or planning stages. Informa- 
tion as to type of property, location and number of residential units is included in the table. 


PROPERTY 


COMMERCIAL: 


County Fair Shopping Plaza 
A & P Store 
Northwood Shopping Centre 


RESIDENTIAL: 
3 apartment buildings 
Semi-detached housing 


Semi-detached housing 
3 apartment buildings 
Apartments 
Apartments 
Semi-detached housing 
Townhouses 


Units sub-total 


Townhouses (225 units total) 
Apartments and townhouses 
(390 units total) 


Units total 


PLANNED 
OR UNDER 
CONSTRUC- 

TION 


NUMBER OF COMPLETED 
RESIDENTIAL AND 
UNITS OPERATING 


LOCATION PERCENTAGE 
OF OF COMPANY 
PROPERTY OWNERSHIP 


Thunder Bay North 
Thunder Bay South 
Thunder Bay South 


Thunder Bay South 
Thunder Bay South 
Sault Ste. Marie 
Thunder Bay North 
Sudbury 

Timmins 

Sault Ste. Marie 
Sault Ste. Marie 


Calgary 


Winnipeg 


As shown on the Consolidated Statement of Operations which forms part of this Report, rental 
revenue increased from $134,231 in 1969 to $453,371 in 1970 and rental earnings increased from 
$39,015 to $98,277 in the same period. With the addition of revenue produced by the properties 
presently under construction, rental earnings will continue to increase. 


SHOPPING CENTRES 


THUNDER BAY - Since its opening in August, 1969, the County Fair Plaza located in Thunder Bay North, 
has been a successful venture. 


This complex is comprised of an enclosed mall providing access to a bank, restaurant, clothing and specialty 
shops and is anchored on one end by a Dominion food market and on the other end by a Zeller’s Limited de- 
partment store. A gas bar and a building supply and hardware store are located on adjacent sites on the paved 
parking areas. 


The Northwood Shopping Plaza in Thunder Bay South, which is now 95% leased, is scheduled to be open for 
business in August, 1971. 


BRANDON - A K-Mart shopping centre is being constructed under the control of our 50%-owned subsidiary, 
Riverheights Development Limited. The shopping centre has been sold to a pension fund and is scheduled for 
completion and turnover in August, 1971. 


TIMMINS - Development of a large shopping centre for the City of Timmins is well advanced and it is antici- 
pated that commencement of construction should take place in the fall of 1971. The Centre, to be known as 
“Gold City Centre” will be opened in the summer of 1972. 


SAULT STE. MARIE AND SUDBURY - Planning is underway for small neighbourhood shopping centres in 
these municipalities, 


Your management plans to extend the company’s activities in shopping centre construction both for ownership 
and for resale. 


ACQUISITIONS 


As noted in the section devoted to income-producing properties, the company is following a policy — : 
designed to increase its holdings of these properties. 


These can be acquired in three ways - 


1. By acquiring or owning land and constructing thereon. 
2. By purchasing existing income-producing properties. 
3. By purchasing companies which own income-producing properties. 


Acquisition of properties is much faster under methods 2 and 3 above than it is under 1. Therefore, : 


every possibility to acquire companies with the proper holdings or to acquire desirable properties by 
purchase will be explored. 


Your management plans to increase its holdings in income-producing properties as rapidly as prac- 
tical. 


HEADWAY CORPORATION LIMITED 


PUBLIC HOUSING 


Your company was successful in obtaining its first public housing contract for the Ontario Housing Corpora- 
tion in 1965, and has had good success in obtaining a fair number of these contracts every year since then. 


These contracts are awarded by the Ontario Housing Corporation on competitive proposal arrangements under 
which the proponent must design and plan the units as called for and tender a price at which he will construct 
those units. The proposal could call for the units to be constructed on land held by the Ontario Housing Cor- 
poration or on land the proponent must acquire and package. 


At present, the company is commencing construction on the first units of $17,000,000 worth of public housing 
contracts which we have been awarded. None of these contracts had been started at the year end. 


Tendering on new proposals is proceeding on a continuing basis. 


PRIVATE HOUSING 


We refer to homes sold to private purchasers for personal accommodation or for rental purposes as 
private housing to denote the difference between this and public housing. 


Private housing has historically been one of the mainstays of our business and was the first type of 
construction in which your company engaged. With expansion into other areas of the industry, the 
company continues to enjoy success with the marketing of private housing. 


During the current year, construction of a total of 440 housing units for sale in such localities as 
Brandon, Winnipeg, Thunder Bay, Sudbury, Sault St. Marie and Timmins is budgeted. The evident 
market demand in these areas indicates that all the proposed construction can be sold. 


LAND DEVELOPMENT 


During the current year, your company is active in land development in Thunder Bay, Sault Ste. Marie, 
Timmins, Sudbury and Brandon. 


For the present, the land banks in all areas are considered to be adequate for the requirements of the com- 
pany and for sale to third parties. 


A new plan of subdivision in Timmins is in progress, and significant amounts of the land will be utilized this 
year for semi-detached housing and apartment construction. 


From an earnings standpoint, your management expects that during the current year the results in this field 
of endeavour will continue to be satisfactory. 


HEATING, PLUMBING, FLOORCOVERING AND BUILDING PRODUCTS 
DIVISIONS 


The heating, plumbing, floorcovering and wholesale building products and hardware divisions service the 
Headway construction operations where they are competitive with outside suppliers. We have found that gen- 
erally our own divisions can supply us at a cost competitive with outside suppliers. In addition, their familiar- 
ity with our operations is of assistance in the maintenance of construction schedules. 


These divisions are also very successful in acquiring contracts from other housing contractors and a share of 
the retail market which argues well for the quality of their work and the competitiveness of their prices. 


It is anticipated that volume in these divisions will grow apace with Headway’s construction volume. 
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Your company has been appointed as developer for 
the Urban Renewal project in Thunder Bay North. 
This project will be carried out under the auspices 
of a partnership involving the Federal, Provincial 
and Municipal governments and your Company. Our 
proposal has received the approval of all three levels 
of government and we plan to start construction in the 
spring of 1971. 


This is a complex and involved project which be- 
gan some years ago with a study carried out by 
professional consultants for the governments in- 
volved. Their report was presented in 1967. Head- 
way became involved by applying to be considered 
for the role of the developer in 1969. 
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We were chosen to prepare a proposal for the utiliza- 
tion of the downtown area to be renewed. This involv- 
ed extensive studies, meetings and explorations with 
various consultants such as architects, engineers, 
urban consultants, leasing consultants and representa- 
tives and officers of all levels of government. Our 
proposal was approved and we were appointed as the 
developer late in 1970. 


The City of Thunder Bay is acquiring the land and will 
see to the necessary demolition work so as to turn over 
vacant land to your company at prices to be establish- 
ed. This land will be utilized by us for reconstruction 
purposes. 


The City of Thunder Bay will cause approximately 
$2,500,000. of new streets, sidewalks, sanitary sewers, 
storm sewers and water mains to be placed to service 


the downtown area. Some of this is already accom- 
plished. 


Also, a lakefront park on the shoreline of Lake Super- 
ior and about 15 blocks in length will be provided 
adjacent to the downtown area. 


At present, it is anticipated that the reconstruction 
which Headway will provide will include provision for 
a major department store, retail shops, service shops, 
a supermarket, restaurants, an auto service centre, 
a large motel-hotel with banquet facilities, a smaller 
hotel with public house, a theatre, office accommoda- 
tion, lounges, extensive parking facilities (some multi- 
level) and an enclosed shopping mall. 


To provide year-round shopping comfort, convenience 
and safety, the enclosed pedestrian mall, which is a 
major feature of this development, will be heated and 
air-conditioned. 


Negotiations with tenants are progressing satisfactor- 
ily. 


Due to its magnitude, this project will extend over sev- 
eral years and will, therefore, be a factor in subse- 
quent annual reports of your company. 
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JOINT VENTURES 


Joint ventures arise when your company enters into 
association with another company or person for the 
purpose of carrying out a given project or projects. 
The joint ventures which we have entered into or con- 
template provide for an equal interest by Headway 
and associate in the particular ventures. 


Joint ventures offer some distinct advantages to the 

participants, some of which are- 

; 1. The pooling of the talents, expertise and re- 
sources of the partners. 


2. Better access to funds available for major fi- 
nancing. 


3. Minimization of equity capital outlays for each 
partner. 


4. Access to land not otherwise available in some 
areas. 


5. Improved purchasing power. 


Your company is a member of a joint venture in Cal- 
gary, Alberta which is planning to construct a mini- 
mum of 225 townhouse units to be retained for rental 
purposes. We are providing the land on which our part- 
ner will construct and manage the units. 


We are also in the planning stages of a joint venture in 
Winnipeg, Manitoba which will provide for the construc- 
tion of 400 apartment and townhouse rental units. 
Headway will provide the land and carry out construc- 
tion utilizing funds provided by the joint venture part- 
ner. 


The joint venture in Timmins, Ontario is now active in 
the development of land for use internally and for sale 
to other housebuilders. 


As it becomes practical, your management will con- 
sider additional joint ventures in the future. 


GENERAL COMMENTS 


It is the opinion of your management that a real 
estate Company must practice diversification with re- 
gard to the activities in which it is engaged and the 
geographical area which it services. 


There is a growing demand for adequate housing ac- 
commodation. A great deal of this demand is created 
by families in the lower income brackets who find it 
difficult to become home owners. The difficulty is 
caused by rising costs due to the inflationary trends 
in the economy. 


The demand for housing and the rising costs will pro- 
bably result in more governmental activity in the hous- 
ing field. At the present time, the government is act- 
ive in public housing projects where it provides 
funds for accommodation on a rent-geared-to-income 
basis. In these instances the local housing authorities 
are the landlords. Also, under Section 16 of the Na- 
tional Housing Act, the government will grant mort- 
gage funds to private landlords for longer periods of 
time and at reduced interest rates. This enables the 
latter to provide accommodation to tenants at lower 
rentals. The construction of public housing and the 
provision of lower rental accommodation are, how- 
ever, somewhat specialized fields. To operate profit- 
ably, the builder requires experience in such areas. 


Your company is active in the private housing field. 
It has committed part of its resources and talent to 
design and construct lower cost housing units for 
sale to those who find the currently available units 
beyond their reach. It is anticipated that these units 
will be introduced to the market this year. 


We have had considerable experience in the con- 
struction of public housing over a number of years. 
In addition we have entered the low rental field. 


Due to the increasing demand for housing, the need 
for serviced land on which to build is also increas- 
ing. As suitable land in our municipalities is used 
for construction purposes, the builder or developer 
must move further from the core of the municipality. 
As a result, the problems of finding and servicing 
land are increased. Your company, through long ex- 
perience in land development, has acquired the ex- 
pertise to operate successfully in such endeavours. 


Another important field of operations for a real 
estate Company is the acquisition and operation of 
income-producing properties other than the low 
rental accommodation mentioned earlier. Such 
properties provide an important revenue base for 
the company. In addition, with inflation causing higher 
costs for new construction and, as a result, an in- 
crease in the market value of older properties, 
the income-producing properties are an asset that 
will increase in market value in the future. 


With regard to the geographical diversification 
mentioned earlier, the various areas of Canada, 
as in any country, experience surges and recessions 
in their economies in varying degrees and at differ- 
ent periods of time. A real estate company with 
operating experience in as many geographic areas 
as possible is, consequently, in a better position to 
take advantage of the economic surges as they dev- 
elope. 


Your management, as stated at the beginning of 
this section, is of the opinion that the successful 
real estate company of the future will be active over 
as large a geographical area as possible in land dev- 
elopment, public housing, private housing and in the 
acquisition and construction of income-producing pro- 
perties. As indicated throughout this report, Headway 
Corporation Limited is presently operating success- 
fully in all of these areas, and is endeavouring to 
expand such operations, either alone or through parti- 
cipation in joint ventures. 
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HEADWAY CORPORATION LIMITED 
Head Office 


291 South Court Street, Thunder Bay, Ontario 


Branch Offices 


3 Thorncliffe Square, Overlea Boulevard, Toronto, 
Ontario 

1314 LaSalle Boulevard, Sudbury, Ontario 

208 Tuxedo Park Shopping Centre, Winnipeg 29, 
Manitoba 


Wholly-owned Subsidiary Companies 


Lakehead Developers Limited 

and its subsidiaries 

Fort William Holdings Limited 

and Nor-Ario Construction Limited, 
291 South Court Street, 

Thunder Bay, Ontario. 


Headway Builders (Sault) Limited, 
1 Chambers Avenue, 
Sault Ste. Marie, Ontario. 


Kodiak LandDevelopment Limited, 
1314 LaSalle Boulevard, 
Sudbury, Ontario. 


Keenan Sheet Metal (1961) Limited, 
291 South Court Street, 
Thunder Bay, Ontario, 


Nu-Brite Floors Limited, 
291 South Court Street, 
Thunder Bay, Ontario. 


Grandview Gardens Land Company Limited, 
1 Chambers Avenue, 
Sault Ste. Marie, Ontario. 


50%-Owned Subsidiaries 


Riverheights Development Limited, 
Brandon, Manitoba. 


Biltrite Lumber and Supply Limited, 
8th Avenue off Memorial Avenue, 
Thunder Bay, Ontario. 

50%-Owned Joint Ventures 


Melrose Northern Associates, 
Timmins, Ontario. 


Sacramento Place, 
Calgary, Alberta. 
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Public Housing Senior Citizens Building, 
Tillsonburg, Ontario. 


Private Housing Split Level Unit 
Semi-Detached Rental Units 


Private Housing Unit 


